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SOUTH CAROLINA STATE TREASURER’S OFFICE 
SOUTH CAROLINA LOCAL GOVERNMENT INVESTMENT POOL 

 
STATEMENTS OF NET ASSETS 
JUNE 30, 2001 AND 2000 

ASSETS 2001 2000

CASH (Note 2) 418$                 -     $                

INVESTED SECURITIES LENDING COLLATERAL 
  (Note 2) 5,080,579        9,181,739         

INTEREST RECEIVABLE 279,500             573,585             

INVESTMENTS, AT FAIR VALUE (Note 2) 1,208,761,135   1,057,923,270   

           Total assets 1,214,121,632   1,067,678,594   

LIABILITIES 

LIABILITIES:
  Bank overdraft -                        500,002             

  Accrued liability for administrative costs (Note 3) 7,257,722          5,824,082          

  Collateral for loaned securities (Note 2) 5,080,000          9,180,000          

           Total liabilities 12,337,722        15,504,084        

NET ASSETS 1,201,783,910$ 1,052,174,510$ 

See notes to financial statements.  
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SOUTH CAROLINA STATE TREASURER’S OFFICE 
SOUTH CAROLINA LOCAL GOVERNMENT INVESTMENT POOL 

 
NOTES TO FINANCIAL STATEMENTS 
YEARS ENDED JUNE 30, 2001 AND 2000 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Reporting Entity - The South Carolina State Treasurer’s Office (“Treasurer’s Office”) is an agency of 
the State of South Carolina established by Article III, Section 7 of the Constitution of South Carolina.  
Pursuant to Section 6-6-10 of the State of South Carolina Code of Laws, the State Treasurer established, 
in May 1983, the South Carolina Local Government Investment Pool (the “Pool”), an investment trust 
fund, in which public monies in excess of current needs, which are under the custody of any county 
treasurer or the governing body of any municipality, county, school district, regional council of 
government or any other political subdivision of the State, may be deposited. 

The accompanying financial statements present the financial position and results of operations solely of 
the Pool and do not include any other agencies or component units of the State of South Carolina or any 
other funds of the Treasurer’s Office.  The Pool is a 2a7-like pool which is not registered with the 
Securities and Exchange Commission (“SEC”) as an investment company, but has a policy that it will 
operate in a manner consistent with the SEC’s Rule 2a7 of the Investment Company Act of 1940.  The 
Pool is included as an investment trust fund in the State of South Carolina Comprehensive Annual 
Financial Report.  For purposes of separate fund financial statements, the Pool is treated as an external 
investment pool. 

Basis of Accounting - The financial statements have been prepared on the accrual basis of accounting in 
accordance with accounting principles generally accepted in the United States of America.  Revenues 
are recognized in the accounting period in which they are earned.  Expenses are recognized in the 
accounting period in which the fund liability is incurred. 

Pool Accounting - The Pool accounts for assets held by a governmental unit in a trustee capacity or as 
an agent for individuals, private organizations, other governmental units or other funds.  An external 
investment pool is used when an arrangement exists that commingles the monies of more than one 
legally separate entity and invests, on the participants’ behalf, in an investment portfolio.  An external 
investment pool can be sponsored by an individual government, jointly by more than one government, or 
by a nongovernmental entity.  The Pool, which is an investment trust fund, records participant unit 
issues and related interest income for which the resources are restricted for participant unit redemptions, 
distributions and related interest expense. 

Investments - In accordance with Governmental Accounting Standards Board (“GASB”) Statement 
No. 31, Accounting and Financial Reporting for Certain Investments and for External Investment Pools, 
investments are carried at fair value.  Fair value is the amount at which an investment could be 
exchanged in a current transaction between willing parties, other than forced liquidation.  Fair value for 
all investments of the Pool is determined annually based upon quoted market prices. 
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Section 11-9-660 of the State of South Carolina Code of Laws authorizes the Treasurer’s Office to 
invest and reinvest the monies of the Pool in the following types of investments: 

1. Obligations of the United States, its agencies and instrumentalities; 

2. Obligations of the State of South Carolina or any of its political subdivisions; 

3. Obligations issued or unconditionally guaranteed by the International Bank for Reconstruction and 
Development, The African Development Bank, and the Asian Development Bank; 

4. Obligations of any corporation within the United States if such obligations bear any of the three 
highest ratings of at least two nationally recognized rating services; 

5. Certificates of deposit where the certificates are collaterally secured by securities of the type 
described in 1 and 2 above, held by a third party as escrow agent or custodian, and are of a market 
value not less than the amount of the certificates of deposit so secured, including interest; but this 
collateral is not required to the extent the certificates of deposit are insured by an agency of the 
federal government; and 

6. Repurchase agreements when collateralized by securities of the type described in 1 and 2 above and 
held by a third party as escrow agent or custodian, of a fair value not less than the amount of the 
repurchase agreement so collateralized, including interest. 

All investments by the Treasurer’s Office except those in securities lending transactions are fully insured 
or collateralized and are risk category 1-type investments; i.e., investments that are insured or registered 
or investments held by the Treasurer’s Office or its agents in the Treasurer’s Office’s name. 

Investment Income - Investment income consists of interest revenue and realized/unrealized gains and 
losses. 

Administrative Expenses - Proviso 60.5 of the State’s 2000-2001 and 1999-2000 Appropriations Acts 
authorized the Treasurer’s Office to charge a fee for the operations and management costs associated 
with the Pool, and further authorized the Treasurer’s Office to retain and expend the fees to provide the 
services.  The fees assessed may not exceed the cost of the provision of services. 

Participant Unit Issues, Redemptions and Distributions - The Treasurer’s Office may sell participation 
units to all political subdivisions of the State.  Funds may be deposited at any time and may be 
withdrawn upon 24 hours’ notice.  At the option of the participant, such funds can be invested for a fixed 
period of time for a guaranteed rate of return.  Both conditions, period and rate, are determined at the 
time of investment.  Participant’s units sold and redeemed are determined using amortized cost, which 
differs from the fair value method, which is used to report investments. 

Interest earnings are accrued daily based on participation units valued at $1.00 and distributed to the 
participants at the end of the month.  Interest accruals are computed first for those participation units 
having a guaranteed rate of return, with the balance distributed equitably among the other participant 
accounts. 

Use of Estimates - The preparation of financial statements in conformity with accounting principles 
generally accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets 
and liabilities at the date of the financial statements and the reported amounts of revenues and 
expenditures during the reporting period.  Actual results could differ from those estimates. 
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2. CASH, INVESTMENTS AND SECURITIES LENDING TRANSACTIONS 

All cash, investments and securities lending transactions of the Pool are under the control of the 
Treasurer’s Office which, by law, has sole authority for investment of such funds. 

Securities Lending Transactions - State statutes permit the Pool to lend an unlimited amount of its 
securities to broker-dealers and other entities with a simultaneous agreement to return the collateral for 
the same securities in the future.  The Pool may lend U.S. corporate bonds, U.S. Government securities 
and other securities for collateral in the form of cash or other securities valued at 102% or greater of the 
market value of the securities loaned.  The contract with the Pool’s custodian requires it to indemnify the 
Pool if the borrowers fail to return the securities (and if the collateral is inadequate to replace the 
securities lent) or fail to pay the Pool for income distributions by the securities’ issuers while the 
securities are on loan.  For the fiscal years ended June 30, 2001 and 2000, the Pool experienced no 
losses on its securities lending transactions because of borrower defaults. 

All securities loans can be terminated on demand by either the Pool or the borrower.  Cash collateral is 
invested by the lending agent of the Pool.  The Pool is not allowed to pledge or sell collateral securities 
received unless the borrower defaults. 

A U.S. Government security was on loan as of June 30, 2001 with a fair value of $4,975,400.  Cash 
collateral was received in the amount of $5,080,000, which is greater than 102% of the fair value of the 
securities loaned.  This cash was invested by the custodian in a repurchase agreement with a current fair 
value of $5,080,579 and the maturity of this investment generally matches the U.S. Government security 
on loan.  The credit risk associated with this transaction is low as both securities are U.S. Government 
securities with short maturities.  In accordance with GASB Statement No. 28, Accounting and Financial 
Reporting for Securities Lending Transactions, the cash collateral was recorded as a liability, “Collateral 
for Loaned Securities” and the investment was recorded as an asset, “Invested Securities Lending 
Collateral.”  The difference represents interest income as recorded on the income statement as 
“Securities Lending Income.”  Other such transactions occurred during the year ending June 30, 2001. 

Cash - Section 11-13-60 of the South Carolina Code of Laws, as amended, requires full collateralization 
of all bank balances.  Any deficiencies between the bank balance and the pledged collateral resulting 
from changes in the fair value of the collateral must be corrected within two days.  At June 30, 2001 and 
2000, all bank balances of the Pool were entirely collateralized by federal depository insurance or by 
collateral held by the Pool’s custodial banks in the name of the Treasurer’s Office. 
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